


honest while believing that a ma- 
jority of other businessmen are not 
(which, if true, would mean the 
system is fairly honest despite in- 
herent skepticism). We also won- 
dered if the correspondent’s con- 
cerns and experiences were unique 
to his location—the Las Vegas val- 
ley, which “just might tend to draw 
more taxpayers willing to ‘gamble’ 
on their taxes (and penalties) than 
other folks,” and asked readers for 
their own experiences. 

We received the following—and 
somewhat disheartening—response 


from Leonard W. Williams, CPA, a 
practitioner in Sunnyvale, Califor- 
nia, who writes as follows. 

“Briefly, the man-in-the-street 
impression that drawing ‘dividends’ 
from the corporation, instead of a 
salary, is a viable tax saving move, is 
very widespread. 

“We encounter it frequently here 
in the Silicon Valley, where there are 
untold numbers of computer con- 
sultants who function as S corpora- 
tions. 

“The way I deal with it is to tell 
the prospective clients that they 
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won't get the tax benefit of a SEP or 


profit sharing plan if they won't pay 


themselves a salary. They catch on to 
that right away, and the problem 
usually goes away then.” 

While we are happy that Mr. 
Williams has found an effective way 
to discourage his clients from misus- 
ing S corporations, his comment that 
the abuses are widespread does not 
bode well. Shop Talk thanks Mr. 
Williams for his input, and we con- 
tinue to welcome readers’ views on 


this issue. 
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